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Members of Baytown, Texas, Boy Scout 

Troop 182 enjoy a cook out on the grounds 

of Gulf’s Cedar Bayou Olefin Plant. 

This woodsy area is abundant 
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To the Shareholders 


of Gulf Oil 
Corporation 


Net income of Gulf Oil Corporation for the 
12 months ended December 31, 1970 was 
$550 million, down 9.9 percent from the 
$611 million earned in 1969. This repre- 
sented earnings of $2.65 per share in 1970 
as compared with $2.94 per share earned 
in 1969. Cash dividends of $1.50 per share 
paid during 1970 were $312 million. 

Record worldwide volumes in all operating 
categories were offset by sharp increases in 
business costs, including higher wages, taxes, 
interest, materials, and an 80 percent rise 
in tanker spot-charter costs. This sharp cost 
increase was due to the strain placed on 
the world’s tanker fleet by the combination 
of the Suez Canal remaining closed, reduced 
Libyan production, shutdown of the Trans 
Arabian Pipeline in Syria, and the resulting 
requirements for added long tanker hauls of 
crude from alternate sources, all compounded 
by the increased European and Asian demand 
for crude oil from the Middle East. 

Although most business costs continue to 
increase, the impact of rising spot-charter 
tanker costs was slowed in the fourth quarter 
due to their gradual replacement by Gulf with 
long-term charters. We expect a continuing 
reduction of the effect of high spot-charter 
costs as long-term charters are expanded and 
Gulf continues to add to its own foreign flag 
tanker fleet, which will double in carrying 
capacity within the next five years. 


March 12, 1971 


To help counter the effect of higher busi- 
ness costs, Gulf increased its prices for 
domestic crude oil and gasoline in November. 
As with the previous gasoline price increase 
at the end of March, this one also partially 
eroded due to competitive retail pressures, 
but the crude oil price increase was holding 
at year-end. 

In addition to overseas borrowings, Gulf 
successfully made a $200-million offering of 
25-year debentures during the fourth quarter 
to meet continued heavy capital demands 
including the increasing costs of meeting 
environmental needs. 

Environmental factors affected many 
aspects of Gulf operations in 1970. In most 
cases, they resulted in increased costs to Gulf 
operations. In other instances, they can have 
a positive impact on earnings. Whatever 
effect this growing and worthwhile concern 
may have on Gulf in the future, we shall 
continue to support all responsible efforts on 
behalf of the environment and pledge to 
continue improving our own operations in 
this regard. 


Outlook 
Gulf continued to grow in 1970, not only 
through its increased geographical diversifi- 
cation, but in its total revenues of $6,720 
million, which is an increase of $482 million 
over 1969. Worldwide production of crude oil, 
condensate and natural gas liquids increased 
by 8.8 percent; and natural gas by 9.3 per- 
cent. Processed crude volume increased by 
9.5 percent and the volume of refined 
products sold increased by 6.5 percent. 
Increased prices for petroleum products 
in the U.S., Canada and Europe, combined 


with operational economies, have begun to 
have a leveling effect on Gulf’s earnings 
decline and net income is expected to increase 
in 1971. One major factor which will affect 
this outlook will be our ability to obtain 
higher crude oil prices in Europe and Asia 

to offset the significantly increased payments 
to the governments of Kuwait and Iran. 
These increases were the result of industry 
negotiations completed early in 1971 with 
the Organization of Petroleum Exporting 
Countries. 


Organization Changes 


Gulf Oil Company—South Asia, the Corpora- 
tion’s sixth regional company, was formed 

in April to consolidate and provide closer 
management of our growing interests in that 
part of the world. 

Gulf Oil Company—tTransportation was 
formed in June to effect further economies 
in this high-cost area by centralizing the use 
of all owned and chartered tankers. 

Gulf Energy & Environmental Systems 
Company was formed in July to expand 
commercialization of Gulf’s nuclear products 
and to implement our new interest in seeking 
commercial opportunities in the field of 
environmental control. 

Gulf’s growth in the chemicals field led to 
the creation in August of Gulf Oil Chemicals 
Company to manage the worldwide chemicals 
production, distribution, and marketing 
business of the Corporation. 


Board of Directors 


All of us were saddened by the death on 
June 3 of General Richard K. Mellon. 

As senior member of the Gulf Board of 
Directors, which he joined in 1933, General 
Mellon had contributed significantly to the 
progress of your Corporation. 


Four new members have been welcomed 
to the Board. James M. Walton, President of 
Carnegie Institute and Carnegie Library of 
Pittsburgh, was elected April 28, 1970. On 
June 23, 1970, the Board elected R. Hal Dean, 
Chairman of the Board and Chief Executive 
Officer of the Ralston Purina Company, 

St. Louis, Mo., and James H. Higgins, 
Executive Vice President, Mellon National 
Bank and Trust Company, Pittsburgh. 
Edwin Singer of Corpus Christi, Texas, a 
partner in Whitcom Investment Company, 
New York City, was elected to the Board 
on January 26, 1971. 


Employees 
As they have in the past, Gulf employees in 
all parts of the world deserve special tribute 
for the loyalty, courage and devotion to duty 
they provided to Gulf throughout the year. 
The many who endured hardships on behalf 
of Gulf are especially commended. Mineral 
and oil exploration and production efforts 
were further extended into harsh climates 
and conditions. As never before, 1970 dis- 
played that the true strength of Gulf Oil 
Corporation comes from the Gulf people. 
At year-end, improvements in wages and 
benefits were granted to all Gulf employees. 
Expiring contracts were successfully 
renegotiated with employees represented 
by bargaining agents. 


Respectfully submitted, 
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E. D. Brockett 
Chairman of the Board 
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B. R. Dorsey 
President 


Petroleum 

Record petroleum volume increases were 
achieved in the US. in all categories in 1970 
with the exception of a 3.5 percent decline in 
gasoline volume which resulted from the 
attempts to increase prices. Domestic pro- 
duction of crude oil, condensate and natural 
gas liquids increased 3.9 percent over 1969 
volume and natural gas production was up 
9.9 percent. Processed crude oil increased 
2.2 percent. 

Although it has become increasingly 
difficult to locate new reserves sufficient to 
replace high production volumes, Gulf con- 
tinued its extensive exploration effort, 
drilling attractive prospects as well as 
acquiring new acreage for exploration. 
Understandable measures to insure protec- 
tion of the environment, such as Federal 
restrictions of development offshore and in 
Alaskan North Slope areas inhibited this 
exploration effort. Even when these ecolog- 
ical problems are resolved, an adequate 
domestic industry oil reserve position will 
remain in jeopardy due to the reduced explo- 
ration incentive from the depletion allowance 
which was lowered beginning in 1970. 

Toward the end of the year oil production 
volumes permitted by Texas and Louisiana 
were at their highest levels in history. This 
high rate was due to increased demand in the 
U.S. coupled with reduced imports because 
of the increased cost of tanker charters. 
Gulf’s high crude oil reserve capacity in 
Texas and Louisiana enabled the company 
to increase its production significantly when 
these allowable production rates were raised. 
Asa result of these high rates, Gulf and the 
industry toward year-end had approached 
maximum production capacity consistent 
with good conservation practices. 

At the end of 1970, Gulf held 7.4 million 
acres of producing or prospective oil or gas 
lands located offshore or on land in 26 states. 
Producing acreage accounts for 1.7 million 
of this. Independently or in partnership, 


ited States 


Gulf drilled 817 exploratory and development 
wells in 1970. Of these, 726 were completed 
as producers. 

Refining operations in the U.S. were modi- 
fied during 1970 to meet two new challenges: 
a gasoline product with reduced lead content 
and a threatened shortage of residual fuel 
oil and home heating oil. The automotive 
industry announced during the year that 
effective with its 1971 models, the majority 
of engines would require only 91-octane 
gasoline and that a catalytic exhaust device 
was being designed for future model vehicles 
to reduce exhaust emissions measurably. 
Traditional quantities of lead used to in- 
crease the octane rating of gasoline were 
claimed to have a deleterious effect on the 
useful life of these devices. Although these 
devices are not expected to be generally avail- 
able before 1975, immediate public pressure 
on the oil industry led to the introduction 
of a variety of no-lead and low-lead gasoline 
products. Gulf chose to provide under its 
economy Gulftane brand, and at a price below 
Gulf’s regular grade Good Gulf gasoline, a 


Operating Statistics—United States 


Net crude oil, condensate and natural gas liquids 
produced (daily average barrels) 


Net natural gas produced 
(thousand cubic feet per day) 


Crude oil processed (daily average barrels) 
Refined products sold (daily average barrels) 


Chemicals sold (daily average tons) 


1970 


626,000 


2,757,000 


702,300 


799,600 


10,800 


1969 
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796,200 
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New Low-Lead Gulftane was put on the market in 1970 
by Gulf Oil Company—wU.S., offering the pollution control 
advantages of low and no-lead gasolines at a price one 
cent below Gulf’s Good Gulf regular grade gasoline. 

At 91 octane, it is designed to meet automobile 
manufacturers’ recommendations for most 1971 models 
and more than 20 million other cars on the road. 


91-octane fuel manufactured with no more 
than one-half gram of lead per gallon. 

A detergent additive designed to lower 
pollution was included in the new Gulftane 
Low-Lead, as well as in the Good Gulf 
regular and No-Nox premium brands. 

Construction of the new 155,000 barrels- 
per-day Alliance refinery located 20 miles 
down the Mississippi River from New 
Orleans continued on schedule for operation 
late in 1971. Incorporating the most modern 
equipment available, Alliance will increase 
Gulf’s U.S. refining capacity by 20 percent. 

Two attempts were made in 1970 to 
increase automotive gasoline prices. The 
first, in late March, lasted through mid-April 
before the downward trend in competitors’ 
prices and the resulting impact on Gulf 
dealers’ sales volumes forced the company 
to reduce prices. In early November, Gulf 
raised its U.S. crude oil 
price by 25 cents per 
barrel, and increased its 
price of gasoline to 
dealers by seven-tenths 
of a cent per gallon. Com- 
mensurate price adjust- 
ments were made to Gulf 
jobbers and distribu- 
tors. Although the price 
increase for crude oil 
held, there was consider- 
able erosion in the gaso- 
line price increase by 
year-end. 

Gulf advertising in 
1970 stressed service to 
motoring consumers and 
was concentrated in 
network television 
through sponsorship of 
“The Wonderful World 
of Disney” and ‘Instant 
News” specials. In an 
agreement reached in 
1970, Gulf will become a 
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major participant and sponsor in the new 
Walt Disney World when it opens in Florida 
in October 1971, as well as in Disneyland 
in California, Gulf will sponsor “The Walt 
Disney Story” attraction in each park and 
will provide the parks’ official automotive 
products at innovative Gulf Car Care Centers. 

To further improve petroleum distribution 
in the U.S., Gulf, together with seven other 
oil companies, began construction of 
Explorer Pipeline Company’s new products 
line which will extend from the Gulf Coast 
to Chicago. Gulf will have a 26.7 percent 
interest in this venture. The portion from the 
Gulf Coast to Tulsa is expected to be in use 
by the middle of 1971. 

Three 20-year contracts for the sale of 
Gulf’s gas reserves in the Delaware Basin 
of West Texas were signed during 
the year and deliveries began at mid-year 
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Gulf’s new ethylene unit at 
Port Arthur began operation 
in 1970. One of the industry’s 
largest, this plant now pro- 
duces over a billion pounds per 
year of olefins. A new cumene 
unit at Port Arthur also went 
into operation during 1970. 
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Covering five acres at Orange, Texas, this high-density 
polyethylene unit at Gulf’s Orange Plastic Division Works has 
a rated production capacity of 100 million pounds per year. The 
plant was built to broaden Gulf’s line of polyethylene resins. 


Reston, Va., the first “new town” in America and a major Gulf 
real estate investment, continues to earn praise for its unusual 
micture of town-and-country environment, providing anew 
quality of life for urban living. By the early 1980's, the eleven- 
square-mile community is expected to have a population of 
75,000, living in five villages, each with its community center, 
shopping, cultural, religious, social, and recreational facilities. 


through existing pipelines. 

Recognizing the need for greater economic 
incentive to increase investment in natural 
gas exploration, the Federal Power Commis- 
sion in 1970 began reexamining the price 
structure for natural gas. It is hoped that 
this will result in sufficient price increases 
to support the finding and development of 
gas reserves required to meet the growing 
domestic demand. 


Chemicals 

Additional chemical production capacity was 
added in 1970, in line with the continuing 
effort to upgrade Gulf’s basic raw materials 
and thereby increase the company’s profit- 
ability. One of the industry’s largest ethylene 
production units began operation at Gulf’s 
Port Arthur refinery in 1970 and by year-end 
was operating smoothly with a rated annual 
capacity of 450,000 tons of ethylene anda 
substantial volume of propylene. A new 
cumene unit at Port Arthur went into opera- 
tion in the fourth quarter. 

Earnings from increased sales of plastics 
continued to grow and the sales performance 
of agricultural chemicals was much improved 
in 1970. Low-density polyethylene produc- 
tion capacity at Orange, Texas was increased 
and construction of a new styrene plant 
began in 1970 at Gulf’s Faustina Works near 
Donaldsonville, La. When completed in 
mid-1971, it will be one of the largest styrene 
plants in the world with an initial production 
capacity of 250,000 tons per year. Gulf’s 
benzene and ethylene are raw materials for 
producing styrene, which has many end uses 
including molded automobile parts, boat 
hulls, tires and refrigeration insulation. 


Nuclear Energy 

Through the combined efforts of Gulf 
Mineral Resources Company and Gulf 
Energy & Environmental Systems Company, 
the Corporation has become well established 
in the nuclear energy business as a supplier 
of nuclear fuels, power reactors, TRIGA 


research reactors and electronic systems 
for reactors, 

Gulf discovered additional uranium 
reserves in 1970 in the Ambrosia Lake 
District of New Mexico. This potentially 
commercial deposit is in addition to the 
company’s nearby Mariano deposit. Progress 
in developing Canadian reserves is discussed 
in the “Canada” section of this report. 
Production of the deposits in the U.S. and 
Canada should begin between 1974 and 1976 
when worldwide demand for uranium is 
expected to enter a rapid growth period. 

Early in 1970, Gulf entered into a partner- 
ship with Allied Chemical Corporation to 
build a nuclear fuel reprocessing plant near 
Barnwell, South Carolina. Planned to be in 
operation in 1974, the plant will be capable 
of reprocessing 5.5 tons of fuel a day, equal 
to the discharge capacity of 60 to 70 light- 
water nuclear plants. At year-end, letters of 
intent totaling $100 million in business 
volume for the plant had been received from 
manufacturers and utility companies. The 
Barnwell plant places Gulf and Allied ina 
leading position in light-water reactor fuel 
reprocessing. 

Operating experience with the High- 
Temperature Gas-cooled Reactor (HTGR) 


continues to accumulate. The 40,000-kilowatt 


prototype HTGR plant at Peach Bottom, 
Pennsylvania has been in operation since 
1967. Construction of the larger and more 
advanced Fort St. Vrain Nuclear Generating 
Station near Denver is expected to be com- 
pleted early in 1972. This 330,000-kilowatt 
plant is being built under the U.S. Atomic 
Energy Commission Power Reactor Demon- 
stration Program. It will be the most efficient 
nuclear electric station in the country when 
it begins commercial operation for Public 
Service Company of Colorado. Gulf has 
begun active marketing of a 1,100,000- 
kilowatt HTGR system to utility customers. 
In addition to its commercial activities with 
the HTGR, Gulf is continuing its develop- 
ment of the gas-cooled breeder reactor for 


future power plant applications. The A.E.C. 
and 44 electric utility companies are 
supporting this program. 


Coal 

For the past 25 years, and until very 
recently, a condition of oversupply had 
existed in the coal industry. This resulted in 
distress pricing which prevented the U.S. 
coal industry from achieving satisfactory 
profits or generating sufficient capital funds. 
Also inhibiting investment was the indus- 
try’s assumption that nuclear fuels would 
make more rapid inroads in power genera- 
tion than had occurred. For essentially the 
same reasons, the railroads have not invested 
in sufficient rail cars and locomotives needed 
to serve the coal industry. The result has 
been a production shortage and a shortage 
of transportation equipment. In addition, 
new land reclamation laws and the Federal 
Health and Safety Act have added consid- 
erably to the cost of producing coal. These 


Construction by Gulf of the 
330,000-kilowatt Fort St. 
Vrain Nuclear Generating 
Station near Denver is on 
schedule for completion early 
in 1972. Its High-Temperature 
Gas-cooled Reactor (HTGR) 
system will make the plant the 
most efficient nuclear electric 
station in the United States. 
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This array of power units and equipment at a West Texas 
drill site tests experimental drilling systems. Gulf 
Research & Development Company has a continuing 
program to develop more efficient drilling methods and 
improve deep-drilling equipment and techniques. 
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factors have resulted in industry-wide price 
increases for coal. 

Gulf has made substantial investments in 
its Pittsburg & Midway Coal Mining Com- 
pany to increase production. Under current 
marketing conditions, these investments are 
expected to return a reasonable profit to the 
Corporation. 

To improve Gulf’s coal reserve position, an 
active program of exploration was initiated 
in 1970. This resulted in increased reserves 
in western states. 
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Environmental Systems 

Gulf Environmental Systems was formed in 
1970 as a division of Gulf Energy & Environ- 
mental Systems Company to supply equip- 
ment and services to the growing pollution- 
control field. In December, Gulf acquired 
controlling interest in the U.S. subsidiary of 
Degremont SGEA, S.A., the world’s leading 
designer and builder of water and waste 
treatment systems. The subsidiary has been 
renamed Gulf Degremont, Inc., and will 
combine the ROGA reverse osmosis water 
purification technology from Gulf with 
Degremont’s water and waste treatment 
capability to market complete systems to 
industrial and municipal customers. Gulf’s 
commercial reverse osmosis units are cur- 
rently being used by the electronics and 
power industries to produce high-purity 
water. Prototype units are in service treat- 
ing acid water from mines and waste from 
electroplating plants and paper mills. 


Research and Development 
Numerous processes have been developed 


over the years by Gulf Research & Develop- The “delayed coking” unit at Gulf’s Port Arthur 
ment Company to reduce air pollution by refinery permits the additional extraction of gaso- 
removing sulfur from products such as gaso- line and furnace oil, as well as coke, from the 


line, kerosene, home heating oils, and jet and residual oil that remains after atmospheric and 
os cer S 7 re c Al c . . . ; . 7° 
, 4 vacuum distillation of raw crude oil. This enables 


diesel fuels. In 1970, another development, the refinery to extract a higher percentage of 
the HDS (hydrodesulfurization) refining more profitable products from the crude charge. 
process for heavy fuel oils was proven in 

the first commercial installation, a 27,000 

barrels-per-day unit at the Mizushima 
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The Warren Petroleum fractionating plant at Mont 
Belvieu, Texas, near Houston, separates a “raw mix” of 
gas liquids into component parts such as ethane, butane, 
and natural gasoline. These feedstocks are stored in man- 
made underground salt dome caverns until needed by Gulf 
refineries and chemical plants or by outside customers. 


Gulf Research & Development 
Company’s programmed road 
simulates a four-lane highway 

by tapes of actual test car trips 
that play through equipment 
connected to the cars. This 

system repeats the original trip 

to proof-test Gulf gasolines and 
oils in actual operating conditions. 


Refinery of Nippon Mining Company in 
Japan. During the initial run of nine months, 
the sulfur content of fuel oils produced by 
the refinery was reduced from four percent 
to one percent. Because of the success of this 
development, Gulf began construction of a 
40,000 barrels-per-day unit at the company’s 
new refinery at Okinawa. Also, Ldemitsu 
Kosan has licensed the process and will 
install a 40,000 barrels-per-day unit at its 
Himeji Refinery. After 30 years and $15 
million of research, Gulf’s HDS process 
appears to be the best available in the 
industry. 

“Skimcleen,” a procedure designed to 
prevent gas explosions which have occurred 
during oil tanker cleaning operations, was 
developed during 1970. Because of the 
efficiency of this technique, not only is the 
explosion hazard substantially reduced, but 
a considerable amount of valuable time is 
saved in dry dock and the chances of pollut- 
ing are lessened. 

Oil spills at sea may be cleaned up by the 
use of a promising new wicking agent— 
asphalt-coated expanded vermiculite. Gulf 
tests with the agent on fresh water ponds 
successfully burned crude oil in a forty-mile 
wind, leaving a clean residue that was easily 
collected. 

A new low-ash Formula G and a new 
low-ash Multi G, both high-quality Gulfpride 
motor oils, were developed and introduced 
in 1970. A gasoline additive to reduce auto- 
motive emissions was also developed and 
research is continuing with catalysts for 
devices to reduce engine exhaust emissions 
further. 

The GULFREX, Gulf’s geophysical 
research and exploration ship, has been most 
successful in gathering valuable geological 
and geophysical information for future use. 
Its surveys in 1970 in the waters of Asia 
contributed significantly to the evaluation of 
exploration areas obtained by Gulf in the 
past year. These activities are described in 
the Asia section of this report. 


Cars of the future will be equipped with catalytic 
reactor exhaust systems to reduce emissions of carbon 
monoxide, unburned hydrocarbons and nitric oxides. 
Finding catalysts for such systems is a continuing 
project for Gulf Research & Development Company. 
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Gulf’s new 80,000-barrels-per-day refinery in Edmonton, 
Alberta, and its companion product pipeline system are 
on schedule and will begin operations in mid-1971. 
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Petroleum 
In the first full year of marketing under the 
Gulf “Orange Disc,” sales volumes reached 
record levels in all categories in 1970. Crude 
oil, condensate and natural gas liquids pro- 
duced increased 7.4 percent over volumes 
in 1969. Natural gas production was up 
11 percent. Crude oil processed and refined 
products sold increased 3.8 percent and 
2.2 percent, respectively, and prices of refined 
products firmed during the year. Volume 
increases were due, in part, to increased 
exports to the United States, which is 
expected to import substantially more crude 
oil and natural gas from Canada in 1971. 
Although development of natural gas fields 
in Alberta continued to expand, oil and gas 
exploration in Canada was disappointing 
again in 1970. No major new oil reserves 
have been located in Canada since 1965. 
Because of the lack of significant additional 
discoveries in the traditional exploration 
areas of the Western Canada sedimentary 
basin, the quest for oil and gas has been 
moving steadily into the higher cost areas— 
the deep foothills of the Rockies, the north- 
ern territories and Arctic islands, and 
offshore on the east coast and in Hudson Bay. 
In addition to its strong land position in the 
Arctic, Gulf Oil;Canada Limited arranged 
a joint venture in 1970 that provided the 
company with a significant entry into the 
promising exploration area off the East 
Coast. Considerable interest by the industry 
has developed in this area with several shows 
of oil and gas encountered in 1970. 
A major refining expansion program of Gulf 
Oil Canada Limited neared completion in 
1970. The company put into operation a 
50 percent expansion of its capacity at the 
Port Moody refinery near Vancouver, B.C. 


A 20 percent expansion of catalytic cracking 
capacity in the Montreal refinery was started 
during the year and will be completed in 
1971. Construction of the 80,000 barrels-per- 
day refinery in Edmonton, Alberta and its 
companion product pipeline system is on 
target and scheduled for start-up in mid- 
1971. Despite some delays, the new 60,000 
barrels-per-day Point Tupper refinery, 
designed to take advantage of the economies 
of mammoth tanker transportation, was 
more than 85 percent complete at year-end 
and targeted for start-up of the topping 
operation for Gulf’s crude in April with the 
full plant due to come on-stream later in the 
second quarter. When the Point Tupper and 
Edmonton refineries are in production and 
smaller refineries altered, total refinery 
capacity for Gulf Oil Canada Limited will be 
increased some 50 percent to more than 


Operating Statistics—Canada 


Net crude oil, condensate and natural gas liquids 
produced (daily average barrels) 


Net natural gas produced 
(thousand cubic feet per day) 


Crude oil processed (daily average barrels) 


Refined products sold (daily average barrels) 


Chemicals sold (daily average tons) 


1970 (1969 
92,200 85,800 
394,100 355,000 
204,800 197,300 
190,900 186,700 
2,100 1,100 
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Mammoth tankers will begin supplying crude in 1971 to 
Gulf’s new, 60,000-barrels-per-day refinery at Point 


Tupper, which by the end of 1970 was 85 percent complete. 


| 
‘ 
he 
$4 


300,000 barrels per day. 

At the end of the year, construction was 
nearing completion on the new gas plant in 
the Strachan field in central Alberta. Deliv- 
eries from the plant, in which Gulf hasa 
50 percent interest, are scheduled to begin 
early in 1971 through the TransCanada 
PipeLines at rates up to 200 million cubic 
feet per day. In view of increased demands 
for natural gas in both Canada and the U.S., 
the new plant should produce maximum 
volumes, increasing Gulf Canada’s gas sales 
in 1971 by as much as 20 percent over the 
preceding year’s sales. 


Chemicals 
After initial start-up difficulties were 
overcome, satisfactory operation of Gulf 
Canada’s new olefin plant at Varennes, 
Quebec, was achieved in 1970. The expanded ; At Sie : 

. i A 10-inch pipe line to carry products from the 
capacity of this plant, some 200,000 tons Edmonton refinery to Calgary will be completed in 


annually, is sufficient to supply nearly 40 per- 1971. From Calgary, products will move to markets of 
cent of the present Canadian consumption Saskatchewan through the Interprovincial Pipe Line. 


of ethylene, together with substantial quan- 
tities of propylene, butylene, and by-product 


Detailed engineering studies of Gulf’s uranium 


gasoline. property in the Rabbit Lake area in Northern 
Saskatchewan began in 1970. This was the initial step 
Uranium toward construction of amine and mill for eventual 


The 1968 uranium discovery in northern production which is contemplated in 1974. 


Saskatchewan took a major step toward 
commercialization in 1970. A joint venture 
of Gulf Minerals Company, Gulf Oil Canada 
Limited and a company in West Germany, 
Uranerzbergbau GmbH&Co. KG (Uranerz- 
Bonn), was formed to develop the Rabbit 
Lake uranium property. 

As a first step toward the construction 
of amine and mill, the companies began a 
detailed engineering study which is expected 
to be completed by mid-1971. If the study 
confirms the conceptual engineering work 
already done, production should commence 
in 1974. 

Gulf holds approximately two million acres 
of mining claims and exploration permits in 
Canada and is continuing an active explora- 
tion program. 
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Operating Statistics—Latin America 


1970 1969 

Net crude oil, condensate and natural gas liquids 

produced (daily average barrels) 204,000 209,000 
Net natural gas produced 

(thousand cubic feet per day) 78,900 78,600 
Crude oil processed (daily average barrels) 197,700 145,400 
Refined products sold (daily average barrels) 89,200 74,400 
Chemicals sold (daily average tons) 300 200 
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Venezuela 
Net production of crude oil, condensate and 
natural gas liquids increased seven percent 
over 1969 volumes. Crude oil processed 
increased by 52 percent and refined products 
sold by 64 percent. Following the adverse 
effect in 1969 of a refinery fire, Venezuela 
Gulf Refining Company processed record 
volumes at Puerto la Cruz. In light of the 
impending shortage of natural gas in the 
United States, a study is underway to deter- 
mine the feasibility of Gulf supplying 
natural gas from Eastern Venezuela for 
liquid natural gas export to the U.S. 
Earnings failed to increase with volumes 
in 1970 due to an amendment to the Vene- 
zuelan income tax law late in the year which 
increased income taxes retroactive to 
January 1, 1970. 


Colombia 

Crude oil production volumes from partner- 
operated joint ventures in the southern part 
of the country increased 30 percent over the 
previous year. In other areas of the country, 
a contract was completed late in 1970 with 
another company for oil exploration ina 
Gulf-held area of about 2,200 square miles 
off the Caribbean Coast of Colombia. Another 
promising exploration area in which Gulf 
plans to conduct wildcat drilling is on the 
Pacific West Coast of Colombia and is readily 
accessible to Gulf’s jointly owned oil loading 
and handling facilities at Tumaco. 


Ecuador 

Gulf and its partner in Ecuador continued 
to achieve excellent results in 1970 from 
exploration in the eastern part of the coun- 
try, to the south of the Putumayo producing 
fields of Colombia. By the end of the year, 

11 separate oil fields had been discovered, 
providing proven reserves adequate to 


Excellent exploration results were achieved in Ecuador 
in 1970 by Gulf and its partner. This drilling rig is in 

one of 11 separate oil fields discovered in eastern Ecuador, 
south of the producing Putumayo fields of Colombia. 


support the projected initial pipeline flow 
of 250,000 barrels per day. At year-end, 
construction was on schedule for this Trans- 
Ecuadorian Pipeline to extend 313 miles 
across the Andes Mountains. The line will 
be completed in 1972. 

Gulf’s marketing and refining company 
increased its sales over 1969 and at year-end 


was completing a refinery expansion project. 


Other Latin America Activities 
Gulf began two joint exploration ventures 


in 1970; one partner-operated in the coastal 
area near Buenos Aires, and the other in 

the western part of Argentina south of 
Mendoza, with Gulf being the operator. 
Gulf’s Puerto Rican refinery began addi- 
tional modernization of its facilities in order 
to meet the competitive on-island market for 
increased premium gasoline and for better 
quality distillate fuels. Gulf continued to 
pursue active market development in Puerto 
Rico, the Bahamas, Guatemala, Costa Rica, 
Panama and Peru during the year. 
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Petroleum 
Gulf’s principal exploration efforts in 
Europe are in the North Sea. At mid-year, 
Gulf Oil (Great Britain) Ltd. was granted 
two licenses by the U.K. government ina 
joint venture to explore ten blocks in three 
areas of the North Sea. In another venture, 
Gulf was granted an additional license in the 
Irish Sea. Gulf also participated in explora- 
tory projects in Italy and Turkey in 1970. 

Gulf markets crude oil throughout Europe 
from production in Africa and the Middle 
East. Economic inflation, a rapid increase 
in demand for crude and fuel oil, and high 
tanker costs drove up the cost of all oil 
imports to Europe in 1970. 

Gulf’s refining volumes in Europe in- 
creased 26.4 percent in 1970. Sales of refined 
products increased 32.6 percent over 1969. 


Operating Statistics—Europe 


1970 1969 
Crude oil processed (daily average barrels) 317,500 254,700 
Equity interest (50% or less) 83,200 75,500 
Refined products sold (daily average barrels) 318,700 250,900 
Equity interest (50% or less) 60,500 35,100 
Chemicals sold (daily average tons) 500 300 
Equity interest (50% or less) 1,100 900 


ee 
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Refining expansions underway in Europe 
during 1970 included a new 80,000 barrels- 
per-day installation at Bertonico, southeast 
of Milan, Italy, and a 100,000 barrels-per-day 
refinery at Bilbao, Spain. 

Gulf announced in April the purchase of 
majority interest in the Frisia group of 
companies in West Germany from Saarberg- 
werke A.G. The Frisia operations include 
petroleum refining, marketing, distribution 
and transportation. The system involves a 
50,000 barrels-per-day refinery at Emden 
and some 650 retail outlets throughout West 
Germany. The conversion of Frisia stations 
to the Gulf “Orange Disc” was completed in 
the fall of 1970. With the Frisia outlets, Gulf 
at year-end had about 6,400 retail outlets 
in 12 European countries. 


Chemicals 

Start-up of major petrochemical capacity 
was initiated in continental Europe in 1970. 
At the Europoort complex in Holland, Gulf 
brought into operation one of the largest 
styrene units in the Eastern Hemisphere 
with a capacity of 236,000 tons per year. 

A cumene unit with a 165,000-ton annual 
capacity also was started, making Gulf the 
largest cumene producer in the world. Sub- 
stantial progress was made towards comple- 
tion of a large naphtha cracker which will 
begin operation early in 1971 with an annual 
capacity of 330,000 tons of ethylene and 
100,000 tons of propylene as its primary 
products. 

In Spain, a Gulf joint venture company, 
Rio Gulf Petrolquimica, began operation in 
Huelva of an aromatics plant that has an 
annual production capacity of 132,000 tons 
of benzene and 44,000 tons of cyclohexane. 


One of the largest styrene units in the Eastern 
Hemisphere went into operation in 1970 at 
Gulf’s refinery in Holland’s Europoort complex. 
Capacity is 236,000 tons per year. A cumene 
unit also was added with a capacity of 
165,000 tons per year. This added capacity makes 
Gulf the world’s largest cumene producer. 


Gulf’s new 50,000-barrels-per-day refinery at Emden, 


West Germany, was acquired in 1970 with the purchase 
of majority interest in the Frisia group of companies. 
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The Gulf-Porsche European motor racing successes were 
the basis for an advertising and promotion program in 
West Germany to support sales for the Frisia stations 
converted to Gulf from Saarbergwerke A.G. im 1970. 
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Operating Statistics—Africa 


Net crude oil, condensate and natural gas liquids 
produced (daily average barrels) 


1970 


1969 


316,400 


219,500 


Nigeria 
Early in 1970, a successful wildcat located 
offshore in 11 feet of water about 10 miles 
north of the Meren field produced 42-degree 
gravity, low-sulfur crude which is in great 
demand throughout the world. Gulf 
announced early in 1971 another commercial 
discovery onshore about eight miles north- 
east of Gulf’s Escravos Terminal and about 
60 miles southwest of Benin City. 
Production for 1970 averaged 231,700 
barrels of oil per day from five fields in 
Nigeria. This is an increase of 45,800 barrels 
per day over the average production rate 
in 1969. Two additional fields, the Malu and 
Parabe, will be added to the system early in 
1971 upon the completion of pipeline and 
production facilities. 


Angola 

In May, a wildcat resulted in discovery of oil 
in a thick limestone section off the coast of 
Cabinda. An early production test produced 
32-degree gravity oil at a rate in excess of 
5,000 barrels per day. A platform and pipe- 
line for this commercial discovery should be 
in operation by mid-1971. Cabinda Gulf Oil 
Company began producing oil in September 
1968. Production in 1970 averaged 84,700 
barrels a day, which was an increase of 
51,200 barrels over daily average production 
in 1969. 


Democratic Republic of the Congo 

A significant commercial discovery was made 
in December, when Gulf encountered oil ina 
wildcat well located ten miles offshore in the 
concession granted by the Democratic Repub- 
lic of the Congo (Kinshasa) jointly to Gulf 
Oil Congo S.A.R.L. and Societe du Littoral 
Congolais. Three zones tested oil from the 
well at rates averaging nearly 5,000 barrels 

a day. Further drilling was planned to 
evaluate the discovery further and additional 
testing was underway at the end of the year. 


Despite the difficult tax negotiations between 
the industry and the Organization of Petro- 
leum Exporting Countries, Gulf’s relations 
with the governments of Kuwait and Iran 
have remained on an excellent basis and 
both countries continue to provide stable 
conditions for normal operations of Gulf 
investments. 

Gulf’s production of crude oil in Iran 
increased 11.9 percent in 1970. In Kuwait, 
the company’s production increased 6.9 per- 
cent over the preceding year. Contributing 
to this increase was the completion in 
northern Kuwait of three additional gather- 
ing centers, raising production capacity by 
400,000 barrels per day. Although Kuwait 
production increased, its portion of Gulf’s 
worldwide production decreased slightly due 
to the company’s diversification into other 
parts of the world. 

Plans for a natural gas processing facility 
were announced in February 1971. The 
facility will be constructed under a coopera- 
tive agreement of the Government of Kuwait, 
Gulf, and British Petroleum Company and 
will be designed to recover approximately 
1.1 million tons per year of propane, butane 
and natural gasoline from natural gas pro- 
duced in Kuwait’s Burgan oil field. Kuwait 
Oil Company, which is jointly owned by Gulf 
and British Petroleum, will operate the 
facility, which is scheduled to begin produc- 
tion late in 1973. 


Loading operations at the Sea Island Ter- 
minal of Kuwait Oil Company Limited have 
regularly achieved rates to 15,000 tons of crude 
oil per hour for ocean-going tankers to 
transport from Mina al Ahmadi to Bantry Bay. 
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Operating Statistics—Middle East 


1970 1969 
Net crude oil, condensate and natural gas liquids 
produced (daily average barrels) 1,811,300 1,687,400 
Net natural gas produced 
(thousand cubic feet per day) 256,000 245,000 
Crude oil processed (daily average barrels) 139,900 143,100 
Refined products sold (daily average barrels) 124,500 119,800 
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Gulf increased its participation last year in 
the Asian area, which constitutes the world’s 
fastest growing market for petroleum. 

Gulf’s processed crude oil volumes in Asian 
operations in 1970 increased 13.9 percent 
over the 1969 volumes and sales of refined 
products decreased by “o of one percent. 


Exploration 
Drilling began in a 67,000-square-mile 
contract area in the South China Sea late 
in 1970. During the year Gulf acquired two 
additional production-sharing contract areas 
in and around the Island of Sulawesi. Gulf 
now has exploration agreements covering 
117,000 square miles of Indonesian territory. 
In Thailand, Gulf has exploration rights to 
one onshore and three offshore blocks, but 
drilling awaits passage of a Petroleum Law, 
which is expected to occur in 1971. Investiga- 
tions began in Tonga on a 6,000-square-mile 
block in which Gulf holds a minority interest. 
Gulf Oil Company of China began oil 
exploration in December over the continental 
shelf near the city of Keelung in the Republic 
of China. In Japan, Teikoku Oil Company, 
Ltd. and Gulf agreed to a joint offshore oil 
exploration venture in an area extending 
southwest from Kyushu Island and in August 
geophysical work began. In Korea, surveys 
were completed on the two offshore blocks 
covered by an agreement made with the 
Korean government in 1969. Drilling in this 
area, which totals 31,800 square miles, is 
expected to begin late in 1971 or early 1972. 
In partnership with an Australian firm, Gulf 
also applied for exploration areas in the 
New Guinea Territory of Papua, At year- 
end, Gulf held license or agreement interests 


in more than 100 million acres of Asian 
waters, constituting a total area roughly the 
size of California. 


Refining 

Gulf increased its ownership in Korea Oil 
Corporation from 25 percent to 50 percent 

in 1970. KOCO is the principal supplier of 
petroleum products in Korea. During 1970, 
KOCO processed in excess of 100,000 barrels- 
per-day, as compared to an average 21,000 
barrels-per-day in 1964 when operations 
began. In addition, the Korean Government 
has authorized the construction of an 
additional 100,000 barrels-per-day of refining 
capacity for KOCO to meet increasing 
demand for products in Korea. 

In the Republic of the Philippines, Filoil 
Refining Corporation, a majority-owned 
Gulf Company, has completed a technical 
improvement program that increased 
refining capacity by 7,000 barrels a day in 
1970) 

Construction began in 1970 on a new 
100,000 barrels-per-day refinery in Okinawa, 
which is expected to be completed in 1972. 

China Gulf Oil Company, which produces 
lubricating oil in the Republic of China, 
initiated a program to expand its capacity 
by 38 percent. Output of this plant, a joint 
venture with the Chinese Petroleum Corpo- 
ration, is marketed throughout Asia. 


Marketing 

The new deep-water terminal facility at 
Okinawa, similar to the Bantry Bay terminal 
in Ireland, began operations on May 30. 

Gulf’s 50 percent owned marketing com- 
pany in Korea, Heung Kuk Sang Sa, con- 
tinued to improve its position as one of the 
country’s major marketers of petroleum 
products. Korea Lubricants Company Ltd. 
was formed in 1970 in Seoul as a joint 
venture of Korea Oil Corporation and Gulf. 
The new company will provide Korea’s first 
modern lube oil manufacturing facility, 
capable of producing 3,000 barrels a day. 

In Hong Kong, Gulf markets a full line of 
petroleum products, including LPG, through 
the Hong Kong Oil Company, and achieved 
record volumes again in 1970 with a 20 
percent increase over 1969 volumes. 


Chemicals 
The first units of the Republic of Korea’s 
petrochemical industry went on-stream in 


Gulf Asian Terminals, Inc. at Okinawa, the new 
deep-water terminal facility similar to the Ban- 
try Bay terminal in Ireland, began operations 

in May. Construction was completed by year-end. 


May at Korea Oil Corporation’s Wulsan 
Refinery. At full operation, the platformer 
and sulfolane units are designed to produce 
an annual capacity of 55,000 tons of benzene, 
66,000 tons of toluene, and 88,000 tons of 
xylene. Planned for completion early in 1972 
is anaphtha cracker with an annual capacity 
of 110,000 tons of ethylene, expandable to 
165,000 tons. Other related units will bea 
20,000-ton butadiene extraction unit, a 
49,000-ton toluene dealkylation plant, a 
40,000-ton cyclohexane unit, and a 110,000- 
ton gasoline hydrotreater. 

In Taiwan, China Gulf Plastics Company, 
which produces polyviny] chloride and fabri- 
cated PVC products, increased its sales of 
these products by 36 percent. 

Singapore Gulf Plastics (Private), Ltd. 
at the end of 1970 neared completion of a 
newly constructed plastics fabrication plant 
with a processing capability of 6,000 tons per 
year. The new Singapore plant adds new 
techniques in plastics fabrication not pre- 
viously introduced in Asia. When in full 
production, the plant will employ 150 people 
manufacturing a variety of plastic products 
for the domestic market as well as for export. 

Gulf began construction of a bulk ferti- 
lizer bagging plant in Indonesia as a joint 
venture with Pertamina, the Indonesian state 
petroleum company. The plant is scheduled 
for completion in the first half of 1971 and 
will have an annual capacity of 400,000 tons. 
Chinhae Chemical Company, a joint-venture 
fertilizer operation, and A-Jin Chemical 
Company, a joint-venture plastics fabricat- 
ing company, both in Korea, completed their 
most successful operating year in 1970. 


Sulfur content of heavy fuel oils was reduced 
from four percent to one percent by successful 
commercialization of Gulf’s residual HDS 
(hydrodesulfurization) process in 1970 at the 
Mizushima Refinery of Nippon Mining Company 
in Japan. Gulf’s HDS process is targeted for 
two more Asian installations. Past Gulf develop- 
ments have removed sulfur from gasoline, kero- 
sene, home heating oils, and jet and diesel fuels. 


Operating Statistics—Asia 


Crude oil processed (daily average barrels) 
Equity interest (50% or less) 


Refined products sold (daily average barrels) 
Equity interest (50% or less) 


Chemicals sold (daily average tons) 


1970 


28,500 
61,800 


22,100 
57,100 
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REVENUES 
palesandsotheroperating TEvVenUesis ae ase see ciieiete ene oe ee eee 


Dividendssinterestsand others reventesme aeersereis ee eee cin tenes 


DEDUCTIONS 
Purchased crude oil, products and merchandise ...............0.eeee00e: 
Operating, selling and administrative expenses ...............ecceeeeeee 
Taxesion income: and veneralitaxes (Noteli2)) em ieeireenteienet nner nena ene 
Depreciation, depletion, amortization and retirements (Note 5) ........... 


Interest-on' long-term: debt iin, saccacrciin Sneyecere citeioeetet Renee iceeie eee ne nee 


NETS INCOME oie os occ ec eects cea otis seo 0 casi pe ee ee ene 
Per Share 1970—$2.65 ; 1969——$2.94 


RETAINED EARNINGS AT BEGINNING OF YEAR.................. 


CASH: DIVIDENDS. PAID: ooo oc eee eee 
Per Share 1970 and 1969—$1.50 


RETAINED EARNINGS AT END OF YEAR* ...................005- 


*Approximately $112 million is restricted as to payment of dividends. 


The notes on pages 27 to 29 are an integral part of the financial statements. 


Millions of Dollars 


Years Ended December 31 
1970 1969 
$6,597 $6,110 

1B 128 
6,720 6,238 
1,656 1,431 
1,992 1,885 
1,888 Users 

522 451 

112 87 
6,170 5,627 

550 611 
3,556 8,257 

(312) (312) 
$3,794 $8,556 


ASSETS 


Current Assets 


ee MEN ere tT8 Sots cies Foie Wake dds a Wbd cuba cee ek ees 
MarneraDle securities (NOC 2) ovis... ces vciebeciccscunceevveene 
ME BLAST A ESAS 6 Ee a a 
PERETTI NOt Clo) ere ee eve nls Site cca ss Od ylee 6 case eRe e's 

Re UEC KPOUISG Set peer ty sae ale es ale Gin Walle eles ee acswe wed we 
Se OMIT OIC A SBCL SS a viotiicisias giles kis ids © Soaie yes ca we ov bas 
Investments and Long-Term Receivables (Note 2) ...............6. 
FRO CHUTE SM ON OLO OE Pini. amen stares i c'ethictie wo dcccais ela ele fw vb eb ela chee ie 
ere MC MALZES CINOLE 4) 25 sols ele cv sss Coe pc ccesees staawevence 


Melee Mr LG LO a acs 2 pig'el end eedle Ge wl 4 Geile eld < eividl'd gv ele se + 


LIABILITIES 


Current Liabilities 


Notes payable and current long-term debt (Note 9) ............ 
Accounts payable and accrued liabilities ..................... 
PTOI COME CARES cc cas Has are dbs siels areata Gu dwecdarves 
PARC EPPO IIADUILICS 0 wile sols’ 40 0x oso @ialae cn wield Welds @ ose 
SPREAD OUNOLEO) oc verve < cicad + so ee Vin cick vie dose 6 biewie es vi8 
EE OMETIC COTO LAX EBs gs iele sc is.e fo din a ee kw Sb wwe le ee ale sie sale aleie se ee 
TILE CSM Nr Sa avcrahe clos s sles lerric a cela ee saluu sda tee sls 
MIRE MIDE TOStS Reis drs cc by cs Wot save Sse wise ees wd oes 


Me DOIG LLL LIU os vy Wepe clas els slots sss tans cep esedes 


SHAREHOLDERS’ EQUITY 


EMME CEL JPM rete e se giclee + sieve 2 5 0 0 ew vias wivie G-wleniiaie os vin» 6 ac 
PERE ARTLE CANE ORM OINs Aah hc tos e409 a vol delaras sere See eh os baw 84 Hs 
POLAT SHARMHOLDERS) EQUITY «2 .ccctausme cc due ns 


TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 


The notes on pages 27 to 29 are an integral part of the financial statements. 
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Millions of Dollars 


December 31 
_1970_ _1969_ 
$ 113 $ 88 

352 465 
1,272 1,138 
622 564 

89 71 

2,448 2,326 
767 606 
5,342 5,069 
115 104 
$8,672 $8,105 
$ 237 $ 193 
791 842 
247 ___ 202 
1,275 1,237 
1,695 1,448 
129 80 
72 82 
223 218 
3,394 3,065 
1,484 1,484 
3,794 3,556 
5,278 5,040 
$8,672 $8,105 
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Millions of Dollars 


Years Ended December 31 
1970 1969* 
SOURCES 
Net: Income 9.605. oh oe oes yk ew eae ule Siacaio a Sle @lakere nate eee ey eee $ 550 $..611 
Depreciation, depletion, amortization and retirements .................. 522 451 
Deferred: income taxes 2.4 Sadeie acs Sale wits Crete re Lie ECR Rn eee 49 66 
Income-applicable-tomminority interests. ein oe aie nen eee nen 15 17 
From ‘operations’. .3) s © o.4 occas bine ane oe Farce a ene OT ee ee eee 1,136 1,145 
Long-term, borrowings. 6504s s meancterelocs 6 eodetsar ele Crepes ornate nee 403 278 
Other——meti sis 3 Se eS tere ee ieNeR ene Srouer es Set eer nae eae ean 55 — 
1,594 1,423 
APPLICATIONS 
Properties ig Paes se Oe HE re Oe Te EO Tete nee none 939 9538 
Business investments fa-a2 Saseealnns wteecleen on a orto aan een eee 93 88 
Reduction:of long-term: debt ek spc eteecel Sierra enero nea ene ose 156 136 
Cash dividends) touGuli-shareholders xe rayeiee terete ane n re eeeeee 312 3812 
Cash’ dividends to minority, shareno|Gercuy einen tient itinerant 10 11 
Other—mnet = 35 be sre ao oe eee we ay ee meee gene — 19 
1,510 1,519 
INCREASE (DECREASE) IN WORKING CAPITAL................ $ 84 $ (96) 
*Reclassified for comparative purposes 
The notes on pages 27 to 29 are an integral part of the financial statements. 
PRICE WATERHOUSE & Co. Two GaTEWAY CENTER 


PITTSBURGH 15222 


February 23, 1971 


To the Shareholders and Board of 
Directors of Gulf Oil Corporation 


In our opinion, the accompanying statements of financial position, the related statements of income and 
retained earnings and the statements of source and application of funds present fairly the consolidated 
financial position of Gulf Oil Corporation and its subsidiaries at December 31, 1970 and 1969, the results 
of their operations and the supplementary information on funds for the years then ended, in conformity 
with generally accepted accounting principles consistently applied. Our examinations of these statements 
were made in accordance with generally accepted auditing standards and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the circum- 
stances. We did not examine the consolidated financial statements of Gulf Oil Canada Limited and its sub- 
sidiaries ; our opinion, insofar as it relates to the amounts included for these companies, is based upon the 


reports of other independent accountants. 


Note 1—Principles of Consolidation 

The accounts of Gulf Oil Corporation and all subsidiary 
companies more than 50% owned are included in the con- 
solidated financial statements except for those engaged in 
real estate activities. Investments in 50% owned com- 
panies and in real estate subsidiaries are stated on an 
equity basis. The change to the equity basis in 1970 for 
real estate subsidiaries had no effect on either net in- 
come or net assets. Investments in less than 50% owned 
companies and other investments are stated at cost. 

Balances and transactions in foreign currencies have 
been translated to United States dollars as follows: long- 
term investments and properties—at rates current on 
dates of acquisition; accumulated depreciation, deple- 
tion and amortization and related provisions against in- 
come—on basis of dollar value of the related assets; all 
other assets and liabilities—at rates current at end of 
period; and operating income and other expenses—at 
average monthly rates. 

At December 31, 1970 and 1969, consolidated net assets 
related to operations in the Western Hemisphere amount 
to $4,123 million and $4,021 million, respectively, and in 
the Eastern Hemisphere to $1,155 million and $1,019 mil- 
lion, respectively. Consolidated net income for 1970 and 
1969 includes amounts attributable to operations in the 
Western Hemisphere of $4383 million and $469 million, 
respectively, and in the Eastern Hemisphere of $117 
million and $142 million, respectively. 


Note 2—Receivables and Investments 
Current receivables are stated net of allowances for 
doubtful accounts of $20 million and $14 million at 


December 31, 1970 and 1969, respectively. Marketable 
securities are carried at cost which approximates market 
value. Investments and long-term receivables include 
amounts with real estate subsidiaries and associated 
companies (50% or less owned) of $245 million and $169 
million at December 31, 1970 and 1969, respectively, and 
in 1970 the net receivable under the Bolivian Supreme 
Decree of $78 million (See Note 13). 


Note 3—Inventories 

Inventories of crude oil, chemicals, products and mer- 
chandise of $533 million and $480 million at December 
31, 1970 and 1969, respectively, generally are valued at 
average cost applied on the ‘“‘last-in, first-out” basis, 
which in the aggregate is lower than market value except 
Canadian subsidiaries which value such inventories gen- 
erally at the lower of cost applied on the “‘first-in, first- 
out” basis, or market value. 

Materials and supplies of $89 million and $84 million 
at December 31, 1970 and 1969, respectively, generally 
are valued at cost or less depending on the condition of 
the items. 


Note 4—Research and Development Expenditures 

Research and development costs generally are charged 
to income as incurred. However, costs relative to a sub- 
stantial development program in the nuclear energy field 
have been deferred and the total estimated costs are 
being amortized over the development period. After con- 
sidering related deferred income taxes, $30 million and 
$24 million have been deferred in the accounts at Decem- 
ber 31, 1970 and 1969, respectively. 


Note 5—Properties Millions of Dollars 
December 31 Year 
Gross Investment Accumulated Depreciation, etc. 
at Cost Depreciation, etc. Charged to Income Expenditures 
1970 1969 1970 1969 1970 = 196919701969 
Exploration & Production...... $ 4,587 $4,481 $2,656 $2,463 $265 $226 $239 $388 
Natural Gas Liquids .......... 311 294 152 143 15 12 24 21 
PPAISDOLUAbION 2. ..:. 22.0. see 845 801 337 311 32 29 49 104 
IR GITMUTANS: 6 sp oO ORO IRR 1,687 1,358 783 429 55 51 341 132 
CC nehchs TS ea 614 568 196 188 43 29 76 88 
OO 0) rr 1,873 1,776 621 580 91 84 160 187 
(ONS? ocigoo 60 a eI ene eee 295 819 125 114 Fe! 4h) e380 Bo 
$10,212 $9,597 $4,870 $4,528 $522 $451 $939 $953 


Costs of undeveloped leases generally are amortized 
from date of acquisition, based on average holding period, 
and are transferred to producing properties if production 
is obtained; the costs of leases relinquished are charged to 
accumulated amortization. Exploration costs and costs of 
dry holes are charged currently to income. The provisions 
for depreciation and depletion of lease and well equip- 
ment, intangible drilling costs, and leasehold costs for 


producing leases represent charges per unit of produc- 
tion based on estimated recoverable oil and gas reserves. 

Provisions for depreciation and amortization of proper- 
ties other than those of the exploration and production 
departments are generally determined on the group basis 
using the straight-line method based on estimated re- 
maining useful economic lives of groups of related prop- 
erties. Under this method rates are revised when a change 
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in life expectancy becomes apparent. Maintenance and 
repairs are charged to income, and renewals and better- 
ments which extend the physical or economic life of the 
properties are capitalized. 

Properties retired or otherwise disposed of are elim- 
inated from the property accounts and the amounts, after 
adjustment for salvage and dismantling expenses, are 
charged to accumulated depreciation or depletion; only 
gains and losses on extraordinary retirements, retirements 
involving entire groups of properties, and properties re- 
tired or otherwise disposed of by certain foreign subsia- 
iaries are taken to income. 


Note 6—Commitments 

The companies have noncancelable tanker charters ex- 
piring at various dates to the year 1981 for which mini- 
mum rentals for 1971 are approximately $68 million. The 
companies also have noncancelable leases for service 
stations, office space, tank cars and other property for 
which minimum rentals payable in 1971 are estimated at 
$61 million. Rental income from all such properties sub- 
leased and chartered to others is estimated at $41 mil- 
lion for 1971. 

The companies have commitments in the ordinary course 
of business for the acquisition or construction of proper- 
ties and for the purchase of materials, supplies and ser- 
vices which in the opinion of the officers are not signifi- 
cant in relation to the net assets of the companies. 


Note 7—Contingent Liabilities 

The companies were contingently liable for guarantees 
of loans payable by associated companies, owners of service 
stations and others in the amount of $110 million. The 
companies also have other contingent liabilities and 
claims, including claims resulting from oil leakage in 
the Santa Barbara, California, Channel. Officers of the 
corporation are of the opinion that adequate provision 
for these contingencies and claims has been made in the 
accounts or through insurance. 


Note 8—Pension Plans 

The companies have various pension programs cover- 
ing substantially all of their employees. As of January 1, 
1970 and 1969 the corporation’s principal pension pro- 
gram was amended to provide additional benefits for 
employees. Effective with the 1969 change, an increase 
was made in the annual rate for recognition of unrealized 
appreciation in investments held by the trustee and in 
the rate of interest used in the actuarial valuation. The 
effect of these changes on net income in the year of 
change was not material. 

The provisions charged to income for the years 1970 
and 1969 were $36 million and $20 million, respectively. 
The companies’ general policy is to fund pension costs 
accrued. As of December 31, 1970, estimated unamortized 
prior service costs of the programs aggregated approxi- 
mately $114 million which generally is being amortized 
over no more than 15 years. 


Note J—Long-Term Debt aah cen bee 
Gulf Oil Corporation 1970 _1969 

814% sinking fund debentures due in 19955 2 yao ene eee eee $ 168 $ — 
654% sinking fund debentures due in 19937, 02. e eeu eee ene ne nee ene 200 200 
5.85% sinking fund debentures due in 19910). < wcrc ee ener recency ee 100 100 
5.65% notes payable 1971 through: 199022 patos oer eee ieee ee ene 135 139 
21, to:544% notes payable 1971 through 19822 03a cs arene ee 138 238 
Other Obligations . oo. oe ce aie ws wield Wyonie e CVG rene ie tuna ee ent tena ae ne ee 18 23 
759 700 

Consolidated Subsidiaries 

United States dollars—334 to 9% payable 1971 through 1991** ............................ 441 361 
German marks—41, to 7% payable 1971 through 1983) 21 serpent et ne ep 162 148 
Canadian dollars—314 to 854% payable 1971 through 1990 .............. cece eee evcecevees 192 133 
Swiss francs—5 to 874% payable 1971 through 1982209 22a eee mee ee 122 92 
Italian lire—714% payable 1974 through 1985 ssc ce acne ene nent 60 60 
Other currencies os. icici eo dvicis aie oo aie me a le gl ate Onan ene aye een ce to 84 
1,815 1,578 
Included in Current Liabilities. . .5..% bvics-vsa here 1 0 oie cme een 120 130 
Long-Term Debt. ... ois dis sis ea-arw pu wd ok aace ‘4s Wma ase APS Mee el ate te One nt nO oe $1,695 $1,448 


*Balance of $200 million to be issued in 1971 
**Largely borrowings outside United States 


Note 10—Capital Dollar Amounts in Thousands 


Capital Stock Treasury Shares 


Other Total 
Shares = Amount Capital Shares Cost Capital 

Balance December 31, 1968 ............ 211,770,696 $882,378 $708,187 (4,163,930) $ (97,018) $1,493,547 
Additional costs related to properties ac- 

quired from majority-owned subsidiary 

liquidated in 1966; such properties are 

included in the consolidated statements 

at that subsidiary’s historical cost .... —— eke (6,876) — a (6,876) 
Sale of stock to option holders ......... 107,853 449 2,573 5,776 118 3,140 
Other acquisitions (net) ............... — — 64 (155,161) (6,223) (6,159) 
Balance December 31, 1969 ............ 211,878,549 882,827 703,948 (4,313,315) (108,123) 1,483,652 
Sale of stock to option holders .......... 8,820 37 179 — _- 216 
MCTEREOISDOSAISHCNEL beets. hei a sc vases — — 41 22,338 2 173 
Balance December 31, 1970 ............ 211,887,369 $882,864 $704,168 (4,290,977) $(102,991) $1,484,041 


There are 300,000,000 shares of capital stock authorized without par value. At December 31, 1970 and 1969 there 
were 207,596,392 and 207,565,234 shares outstanding, respectively, after deducting shares held in the treasury 


for corporate purposes. 


Note 11—Stock Options 


A summary of changes in, capital stock reserved for 
sale to officers and employees under stock options is: 
Reserved Shares 


Options Not 
Granted Optioned Total 


Balance December 31, 


PGSM: ics a wise 727,730 1,000,000 1,727,730 
Options granted March 

Ads OYA er 187,100 (187,100) — 
Options exercised at 

prices from $13.53 to 

$36.66 a share ..... (113,629) — (113,629) 
Options expired...... (7,300) 1,700 (5,600) 
Balance December 31, 

GO Rae Pe es ws 8 793,901 814,600 1,608,501 
Options granted Janu- 

BEM LOT Oto sv iy 318,200 (318,200) — 
Options exercised at 

prices from $18.96 to 

$26,0054 share .i 2s. (8,820) — (8,820) 
Options expired ..... (61,850) 10,050 (51,800) 
Balance December 31, 

POM Bre tess cyeietor, «8 1,041,431 506,450 1,547,881 


The balance of reserved shares under option at Decem- 
ber 31, 1970 consisted of unissued stock reserved for op- 
tions of which (a) 724,681 shares are presently exercisable 
at prices ranging from $18.96 to $42.94 a share (fair mar- 
ket values at dates granted), and expire periodically to 
April 18, 1978 and (b) 316,750 shares are exercisable for 
a period of four years beginning January 29, 1971 at $25.25 
a share (fair market value at date granted). 


Note 12—Taxes on Income and General Taxes 


Millions of Dollars 

1970 1969 
Consumer excise taxes ......... $1,201 $1,156 

U. S. and foreign income taxes 

Gurnenter fencers ee ene 441 381 
Deéeterred eyes ele ee 49 66 
General taxes and import duties. . 197 170 
$1,888 $1. 7ae 


Note 13—Bolivia 


On October 17, 1969 Gulf’s business and assets in Bolivia 
were seized by the Bolivian government. 

In September, 1970 the corporation reached agreement 
with the Bolivian government with respect to compen- 
sating Gulf for its properties in Bolivia seized by that 
government. The amount of indemnification was estab- 
lished by Supreme Decree on September 10, 1970 and is 
to be paid without interest over a period of not more 
than twenty years and is contingent upon exportation of 
sufficient hydrocarbons from certain fields within that 
period. 

The amounts receivable under the terms of the in- 
demnification decree and other arrangements have 
been recorded in the 1970 accounts, the effect of which 
was the recovery of the consolidated net book value 
of the Bolivian assets plus certain other assets which 
had been previously written off in the consolidated 
accounts. The effect of the settlement on net income 
was not material. 
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1970 1969 1968 1967 1966 


Dollar Amounts in Millions 


A ee eee eee 


Sales and other operating revenues (including consumer excise taxes) ........ $ 6,597 $6,110 $5,596 $5,110 $4,656 
PMP TORTS 8 ee ee ee ee ee ee 
INetrincome™. «os sihis oc ak cram cio ee Serer diets Sao me ei ohore otarakoeehe stele er amie eiyansartetaonans $ 550 $ 611 $ 626 $ 578* §$ 505 
Per share? \.). ii sick 4 acia salt avasacnee piel cote te or ea apaseesCa is Cenesteneaay tetas Renee eee kets $2.65 $2.94 $3.02 $2.79 $2.44 
Per dollar of sales and other operating revenues ............-.eeeeeeeees 8.3¢ 10.0¢ 11.2¢ 11.3¢ 10.8¢ 
pM OF ee eee 
Cashidividends Paidiaactece oa sereusiens or auoleeeteneestclonetek: on teleter Retain cles t saan eet $ 312 Saale $ 291 $ 259 $ 218 
Per share*®® (2755, Geos GS ieee ete Sales A ee es SC acne her eer Rarer $1.50 $1.50 $1.40 $1.25 $1.05 


Financial condition at year end 


Total :assets.c.2. 3. LA ho Se ee eee Le eet eee oe er tom ieeara teen: $ 8,672 $8,105 $7,498 $6,482 $5,908 
Working capital (current assets less current liabilities) ................. $ 1,173 $1,089 $1,185 $ 883 $ 909 
Ratio o£ current;assets to current Liabilitiesimemy...n incite critic teenies 1.92 1.88 2.08 1.86 2.04 
Long-term debt (includes portion in current liabilities) ................. $ 1,815 $1,578 $1,871 $ 724 $ 633 
Employed capital (shareholders’ equity, long-term debt, 
minority interests, deferred revenues) ..........ccccececeececeeveces $ 7,350 $6,879 $6,389 $5,413 $5,005 
Shareholders’ (equity. taic's ion hoe IG dos eto eee eee $ 5,278 $5,040 $4,751 $4,412 $4,089 
Per share? ooo... casita d cen tells eee EE Oe ee eee $ 25.42 $24.28 $22.88 $21.27 $19.73 
Percentyreturn 2 f iiscc arose Hepa Tae eC oe 10.7% 12.5% 13.7% © 138.6% 12.8% 


PYOPEPTIES——BTOSS perch. ars secu. sleruatd Sect cnet RTL ED OUEST RSTO ch eran rae ee ea $10,212 $9,597 $8,798 $7,900 $7,328 
Properties—nety 37205 556 i csca heed cae eR eR eT Pe err $ 5,342 $5,069 $4,622 $4,068 $3,723 
Expenditures for properties and business investments ..............e+-eeeeee $ 1,032 $1,041 $1,089 $ 865 $ 715 
Exploration expense) including, dry holesiz ae eames eeieeiorninee eee on $ 109 $ 123 $ 110 $ 106 $ 101 
Depreciation, depletion, amortization and retirements ....................2- $ 522 $ 451 $ 420 $ 368 $ 328 
Consumer excise taxes! iets din crotes Helm ee Rie re tn See $ 1,201 $1,156 $1,037 $ 907 $ 874 
InNcoMetaxes Wee ois... eGR Gana ORS, en Renee tr eT een ae 490 447 369 378 309 
Generaltaxesiand import duties #2) assy. tenten eae ee eee 197 170 150 147 129 

Lotal taxes: 1%, :./i's a & Sem Meee ee Am mene Oke ee ieee ee ae $ 1,888 $1,773 $1,556 $1,432 $1,312 
Shareholders atyear end «6.3/0. cee ea ee eee 235,937 199,967 171,661 168,450 162,031 
Hhares7 Outstanding”. (Ins thousands) a" leaner eee terete ern teen ne 207,596 207,565 207,607 207,486 207,216 
Wages, salaries and employee benefits ............s0cccevesecsccsescnsecce $ §6618 $ 574 $ 500 $ 456 $ 419 
Employees at:year end 1£:3...5eoee oto ee ee ELE rere 61,300 60,000 60,300 58,300 55,600 
Employed capital peremployee (actualy .3.ep scm ee nears ater eee $119,900 $114,700 $106,000 $ 92,800 $ 90,000 


*Includes net extraordinary gain of $10 million or five cents per share 
** After giving effect to the two-for-one stock split in 1968 
A financial and statistical supplement to the 1970 Annual Report is available to share- 


holders, Copies may be obtained by writing to Russell G. Connolly, Vice President 
and Secretary, Gulf Oil Corporation, P.O. Box 1166, Pittsburgh, Pennsylvania 152380. 


1970 1969 1968 1967 1966 


Net crude oil, condensate and natural gas liquids produced— 
daily average barrels 


eerie aes re, ibe ack vac ucs accvwsve 626,000 602,300 598,800 575,700 519,700 
ee eae se Fe ak cleric eck cue vecececer 92,200 85,800 80,100 74,100 67,500 
OiMermWiesterneHemiSPHer@ ni). «s.6..0 1. ate sie oes scerscawccvae 204,000 209,000 191,800 201,600 159,300 
O)echOn) ISTEP ATES ng 60 30 Si Ie ai a 2,127,700 1,906,900 1,674,000 1,523,300 1,486,800 


Netcrudeoil, condensateand natural gasliquidsproduced.. 3,049,900 2,804,000 2,544,700 2,374,700 2,233,300 


Net natural gas produced—thousand cubic feet per day 


(Winter! SUAS 5 45 donc ay GSI CO I ee 2,757,000 2,509,500 2,367,000 2,151,800 1,876,400 
(CRED RORS 5.0 prod acim SiS dh 250 OES CLL CEI OE en 394,100 855,000 315,000 283,100 269,700 
MtiemWesteEneHeMmIsphereiy.. cals, ocessts.c ace sie esc Ges ecleeae 78,900 78,600 87,400 89,700 86,100 

HAS LeINE ein ISDUCLe Mrtmrn rani ists cresciereisiels cei Gra eie loses ses Cae 256,000 245,000 225,000 163,400 134,400 
Neb mAtULAlP as PYOCUCEC!, va..0cisc acs cles ceed os sles e'es 3,486,000 3,188,100 2,994,400 2,688,000 2,366,600 

Gross wells drilled during the year (A) .......... ccc cece ewes 1,142 1,326 1,470 1,242 1,253 
Net wells drilled during the year (B) 1... 0... ccc. cece cee ee eee eee 637 914 1,045 841 862 


Crude oil processed—daily average barrels (C) 


HOSEL ECS UA LCS MMPI PMT e? © cers ice «care ais.e,0.8 60 eve eine ee viene 702,300 687,500 687,200 673,000 642,700 
(CRITE, 2 one naio.d.0-b Sid 6 C0 8 BORIC eee eer 204,800 197,300 194,900 191,400 182,300 
DUNCPAVESUSIMELLEIMISPRCTE ck acre ste see se dec cs cle se se eae 197,700 145,400 175,800 191,500 183,200 
AS COPMpLCIUISDNCLOM Pty citasicieie es aicietsc tiyee 8 viv du eee eres aie 485,900 422,800 336,300 330,700 315,200 

STUCEIO BD LOCESSC(IEN MT eiiicls cctiais sc bv eco oes aba ceca 1,590,700 1,453,000 1,394,200 1,386,600 1,323,400 


Refined products sold—daily average barrels 


(Ofraamegeyal SHGERHSS oo. 915 6 010 coped uch OP EASON RAEI SIO RR Sean eR 799,600 796,200 786,600 740,100 707,400 
(CEYTEIORY 6 cate dew Hot ll Ge o1d Ee ORONO aE nea 190,900 186,700 184,800 193,500 176,100 
OLrierawiestern FLEMISPNELE a) sis. cae sie vic secs saceb een ecees 89,200 74,400 80,500 68,300 71,800 
ASCO RIB CiMis DIETC UMN RM raiie (stile cle. + five dste vt ess sane s 465,300 392,900 344,400 827,400 297,600 
eMC M DL OCUCESRSOIC Ment piclclyie a sivicis ic aiis ue’ s)e.le dns wn oreee es 1,545,000 1,450,200 1,396,300 1,329,300 1,252,900 
@oalbmIned——Cally AVETASS TONS are acs vess se celenc tne scenccnine 21,500 20,900 25,300 24,600 24,200 


Chemicals sold—daily average tons 


Whoniqera! SHERIBEY on Sed Had nae AG OC. o OO OIE ROR a enn 10,800 8,500 8,500 6,900 7,600 
CEUACE, oo Soatmn bo cObd lad 00 00 O ODE COR Oo 2,100 1,100 1,100 1,200 1,300 
OCMETAVCSPEENPELCMMISDNELO Minas scien sce meee eevee crime 300 200 800 100 — 
aS ternelleniis DNCLCM MMi eiie ie alcls sles vice ve sess a edine ses 700 400 200 200 100 
(Chayaai@aliss 100 a 65 oc 05.0 0 Ot OI eC a Ran REI 13,900 10,200 10,100 8,400 9,000 


Operating data include 100% of volumes of all subsidiaries consolidated (more than 50% owned). 
(A) Gross wells drilled represent the total number of wells in which all or a part of the working interest is owned by the company. 
(B) Net wells drilled represent only that part of the working interest applicable to the company (i.e., the sum of all fractional interests), 


(C) Crude oil processed includes portion processed by outsiders for Gulf’s account. 
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LITHO IN U.S.A. 


Hong Kong’s most impressively designed 
service station completed its first full year of 
operation with outstanding results. The 
station design, which will be used in future 
Hong Kong construction, was developed by 
T. K. Yang who is the General Manager of 
Hong Kong Oil Company, Gulf’s jobber. 


By the end of 1970, Gulf had 626 service 
stations adjacent to approximately 50 per- 
cent of the Holiday Inns in the United States 
and Canada through an arrangement 

which also permits the use of Gulf Travel 
Cards for the purchase of food and lodging at 
all Holiday Inns in the United States, 
Canada, Puerto Rico and the Bahamas. 


) my 
ALPINE GULF 


GULF OIL CORPORATION 


GULF BUILDING, PITTSBURGH, PA. 15230 


